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Life Insurance and Our Way of Life 


Å addressing you today, I am deeply conscious of our responsibility to 
give you an account of our stewardship in simple, understandable 
language. At the same time I cannot overlook the importance of re- 
minding you that as a part owner in a great mutual enterprise you have 
an interest as well as a part to play in preserving your Company and 
increasing its power to render useful public service. In common with 
many other established institutions, the life insurance business has re- 
cently been attacked by men whose chief desire appears to be to revolu- 
tidnize business, and completely to change our way of life. I think I 
can say very truthfully that there never has been a time when the 
leaders of finance and business were more conscious of their respon- 
sibility to the general public as well as to their employees, than they 
are at the present time. Very definitely the attitude of management 
today is one of enquiry and research into ways and means of reducing 
costs, giving better service and improving employer-employee relations. 
The day of the exploiter and of the buccaneering, swash-buckling busi- 
ness man has long since passed, and I am satisfied that leaders in 
industry command the respect and confidence of the public as never 
before. The life insurance business has not been without its mistakes, 
but its virtues far outweigh these, and it can point with pride to a record 
of achievement that is commensurate only with its opportunity for service. 


First Things First 


So far as our own Company is concerned, there have been definite 
guiding principles that have contributed greatly to our progress and 
success. These principles I think may be summed up in the statement 
that the management has always placed first things first. Not only have 
we considered it important to maintain our policy reserves on a very 
conservative basis, but adequate contingency and investment reserves 
have always been maintained, while the proportion of our free surplus 
to our liabilities has throughout the period averaged as high as that of 
any other Canadian or United States life insurance company. The 
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investments of a life insurance company must primarily be made with 
safety and security in mind. We point with much satisfaction and some 
pride to the fact that when security prices declined drastically after 
1929, we were able to maintain our liberal scale of dividends to policy- 
holders, as well as to provide for investment losses out of the free surplus 
and investment reserves so prudently set aside in earlier years. 


Factors in Good Management 


During the same period the Company's affairs have been managed 
at a moderate rate of expense, with a definite trend towards reduction 
in recent years, while the mortality experienced has throughout shown 
careful selection, with the acceptance of both standard and sub-standard 
risks on the basis of approved scientific underwriting. Constant effort : 
has been made to keep our plans of insurance and annuity contracts 
up to date, with the result that our field force is in a position to offer the 
best that ingenuity and experience can devise for the ever increasing 
and complex needs of the insuring public. 


High Standards 


I have implied that we are proud of the record of our own Company, 
but here I want to say from the vantage point of many years that I have 
only the highest of praise to accord to the rank and file, as well as to 
the leaders of the business in other companies, with whom I have come 
in such close contact in these years. For the benefit of our own policy- 
holders and the policyholders of other companies, as well as for those 
whom we hope to make our policyholders in the future, I should like 
to say that I do not think there is any business—industrial or financial— 
that has commanded the services of men of higher standards of pro- 
fessional attainment or personal integrity. The fact that our Canadian 
life insurance companies have weathered the financial gales incident 
to war and depression, and that policyholders’ claims have been met 
in full, and that the companies have gained in strength and size as well 
as in responsibility, reflects I submit both sound management and 
continuing confidence on the part of the public. 


The Agency System Vindicated 


Objection has been raised to our competitive system, particularly 
as it has to do with the use of agents. The agency system as it is con- 
stituted today is inherently a contribution of the American way of doing 
business. It is claimed that if we were not to employ agents we could 
provide cheaper insurance to the public. That has definitely not been 
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proven, and much of the criticism that has been made has been:based 
on half truths as well as deliberate misstatement. The life insurance 
representative furnishes a useful public service. It is probably well 
within the mark to say that perhaps not more than 10% of the business 
that is now in force would exist if active solicitation for business had 
not been resorted to, Furthermore, the agents have furnished many 
services that have been of the greatest benefit to the public. This much 
too I should like to add, that the modern life insurance agent or repre- 
sentative is much more than a salesman. He is a trained and skilful 
counsellor and sound professional adviser. 


Directors’ Services 


I wish briefly to allude to two other points of criticism that have 
been lodged against the life companies. One has to do with Inter- 
locking directorates, and the other has to do with the general policy 
underlying companies’ investments. In the first place, let me say that 
the Directors of our own Company are not highly paid. I confess that 
I am surprised sometimes that we are able to get men of such high 
standing and sound business judgment to give their time and advice 
and accept their share of the responsibility of management, for the 
fees that are paid. I do not deny that many of our Directors are asgo- 
ciated in some capacity or other with other institutions, but that is 
merely another way of saying that the men who are most desirable 
are the men who are most sought. I can truthfully say in my own ex- 
perience that I know of no Director who has sought any favour for himself 
or any other institution with which he is connected, or who is inspired 
by any motive except that of promoting the best interest of the North 
American Life. 


About investments 


The investment policy of our life companies is necessarily controlled 
by the terms of the Dominion Insurance Act. Parliament, very right we 
believe, in prescribing the type of investments we can make strongly 
stresses the trustee nature of our business. Our own funds, as well as 
the funds of other life companies, are predominantly now being em- 
ployed for Dominion Government loans, but an examination of the 
investments of any life insurance company will reveal that in peace 
time at least the savings of the life insurance policyholders have been 
both widely and wisely invested for the benefit of the entire country. 
Purely speculative investments are obviously frowned on, the under- 


lying thought in all investment policy being that within the limitations 
of the Insurance Act itself it should be the aim to secure the largest 
return compatible with security and safety. We believe that the invest- 
ments of the life companies can stand the closest scrutiny, and merit 
commendation and not criticism. During the war the life companies 
have been the chief institutional purchasers of Government War Loans. 
In total nearly 800 millions have been subscribed for. This represents, it 
should be noted, more than the increase in total assets during the same 
period. In the case of the North American Life, for instance, in the last 
two years our paid-for subscriptions have amounted to over $17 million 
—an amount exceeding the increase in our assets in the same period 
by $614 million. This has been made possible through the sale, maturity 
and exchange of existing securities, repayment of mortgage and policy 
loans, as well as the use of current income. The companies have also 
made available large numbers of their field forces, as well as many 
executives, to assist in our War Loan campaigns. The whole hearted 
acceptance of our national responsibilities is not mere patriotism, but 
good business and sound commonsense. Regardless of our political 
affiliations, we believe that we should back our Government in promoting 
the maximum war effort, and that we should oppose the aims and policies 
of any group seeking to make political capital out of war conditions. 


Ås to future investment policy, it is probable that support will have 
to be given to Government financing in the early years after the war. 
The time will come, however, when the life companies will look for new 
fields of investment. We believe that consideration should be given 
to the feasibility of expanding the somewhat restricted investment field 
defined by the present Insurance Act. It has been suggested, for in- 
stance, that life companies might properly, as well as safely, invest in 
large scale, low cost housing projects. At the same time it must be 
borne in mind that while the life companies desire in every practicable 
way to assist in our national development, what they do in this direction 
must be governed by the fundamental consideration of safeguarding the 
funds of their policyholders. 


Government Supervision 


Then, in respect to regulation and supervision, no business has 
been or could be subject to more careful or impartial scrutiny than the 
life business in Canada. The Department of Insurance at Ottawa is 
manned by a staff of highly trained, experienced officials. No depart- 
ment has been freer of political bias. Men like Mr. Fitzgerald, Mr. 


Blackadar, Mr. Grant and Mr. Finlayson, who have headed this depart- 
ment in my time, have earned the confidence and respect not only of 
each successive Minister of Finance but of every one else in a position 
to appraise their worth and their services. These men have leaned 
backwards in their independence, and have been utterly fearless in the 
conscientious performance of their duties. The Insurance Act, though 
passed by Parliament and sponsored by the Minister of Finance, in 
effect is largely the creation of these highly trained, professional ad- 
visers of the Minister, whose concern is the welfare of the policyholders 
and the preservation of the good name of the business. Nor should we 
fail to mention the additional supervision provided by the various pro- 
vincial and foreign Departments of Insurance, under whose jurisdiction 
our companies operate. Our insurance laws, both federal and pro- 
vincial, are as modern as skill, experience and impartial judgment can 
create in the interests of the public. 


Experience a Guide 


It has not been the practice in the past for persons charged with the 
responsibility of management of life companies to take issue with political 
doctrines as such. Nevertheless, the time has arrived we think for an 
examination of the claims of those who espouse the cause of nationaliza- 
tion of industry and finance. It is a very difficult thing to prove or dis- 
prove theoretical tenets, but for practical purposes experience is I 
think as good a guide as any. 


The Industrial Revolution 


We live in an age when men still living have had contacts with 
generations that have witnessed the greatest material development in 
human history. In my own case, I can recall a number of incidents which 
are not unrelated to this progress. As a boy, for instance, I heard very 
frequently the story about James Watt and of his invention of the steam 
engine. The story had special interest for me because my great grand- 
mother, Sophia Watt, was his niece. Since that time the population of 
Great Britain has multiplied many times. Apart from the landed aristo- 
cracy and the fairly well-to-do mercantile class, the lot of the average 
man was one of almost incredible hardship, and even the most fortunate 
enjoyed a lower standard of living than most humble folk of today. The 
steam engine was the precursor, and made possible the industrial revolu- 
tion that followed in the 18th and 19th centuries. Since the invention 
of the steam engine we have had the development of electrical power 
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and the internal combustion engine, and the complete transformation of 
the means of transportation resulting therefrom. The airplane, though 
only emerging from its initial development, portends still further changes, 
the effect of which on the lives of the people from both a national as well 
as international point of view, can hardly be foretold. The use of 
machinery of ever increasing usefulness and complexity has completely 
revolutionized industrial standards, while the transference of both sound 
and light by wire and now by air waves has added a still further chapter 
in human progress. 


During the 18th century life insurance companies were first organ- 
ized, and since have become a vital cog in our economic system. 


Social and Political Changes 


The social revolution during the same period has been equally 
marked. Child labour has been eliminated, slavery has been abolished, 
hours of work have been reduced by about half, while the general 
standard of living of all people has been immeasurably improved. Most 
important from a political point of view has been the gradual adoption 
in English speaking countries of the full adult franchise. If we turn to 
the other side of the picture, we find that the last two hundred years 
have been marked by the growth of a disuniting class consciousness, by 
unseemly political struggles, by revolutions and by devastating wars. I 
have often heard my grandfather tell the story of how he, as a boy of 
four years of age, was held up in the arms of his father to see the Scotch 
Greys return to Edinburgh from Waterloo. In that famous regiment he 
had three uncles. What recollections this brings to one’s mind! Napo- 
leon, the scourge and dictator of Europe, finally was brought to bay. 
From 1795 to 1804 he led the revolutionary forces of France, first against 
an effete nobility and a discredited and worthless monarchy, and later 
against foreign powers and foreign monarchies opposed alike to pro- 
gress as to revolution. When in 1804 he crowned himself Emperor, he 
thought no longer of liberty, fraternity and equality but of personal 
power, aggrandizement and glory, and there followed the checkered 
career and downfall of a man of whom it has been said that he was 
“as great as a man could be without virtue.” The treaty made at Vienna 
in 1815, like the Treaty of Versailles in 1919, was born of war weariness, 
some revenge and much lack of imagination. From Waterloo on, 
Europe experienced a long period of balanced peace, strict supervision 
of revolutionary movements, and later the planned, insidious and un- 
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remitting aggression of an expanding Germany in an era of growing 
complacency and monarchial and governmental stupidity. It may be 
admitted that some of Europe was not worth saving, that the Hapsburg 
overlordship deserved to be ended, and that in 1870, the last Napoleon 
was as instrumental as Bismarck in bringing about a French Sedan. It 
is difficult indeed to get a true perspective of the history of the last two 
centuries. It is probably true, however, that behind the guilt of Ger- 
many in the two Great Wars have played many forces, and that it is too 
soon yet to assess their value. 


Medical Advance 


Nor should we fail to mention the outstanding advances in this 
whole period in matters affecting the health of the people. I have 
heard the story myself from a man whose leg was amputated in Edinburgh 
as a small boy in the 1820's. It was before the day of anaesthetics. The 
gallery of the ampitheatre was filled with students, and he related how 
greatly incensed he was and how indignant he felt at the yells and the 
catcalls of the students in the gallery, who, as he learned afterwards, 
deliberately followed this practice to distract the attention of the patient. 
How far has mankind progressed since! Simpson, Lister, Pasteur, Koch 
and in our own time too many to mention, have made invaluable con- 
tributions in medical research and have made mankind their debtor. 


Free Men 


Now, as we look back on these two centuries we see on the one 
hand sordid nationalism, Machiavelian intrigue and the ambition of 
grasping leaders and dictators, and amidst these possibly, though not 
definitely, a decline in spiritual values. On the other hand, we see a 
perfectly amazing growth in man’s knowledge and in his power to use 
this increased knowledge for his own betterment. During this period 
also we have seen the great migrationary movements—men and women 
adventuring in a new world where opportunity beckoned. Stout hearts, 
spirits aflame, our forefathers sacrificed, toiled and by individual effort 
and enterprise, not by state aid, achieved independence and success. 
These valiant souls spurned charity and sought no privileges. They 
cherished above all else liberty and the right to work, build and acquire 
for themselves and their children. Proud, God-fearing, industrious, I 
saw a few surviving members of the last of these generations myself and 
I have never ceased to honour and respect them. 
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The Lesson of the Times 


I know that it is not wise to dogmatize, but I venture to suggest that 
there is something to be learned from the lessons of these times. This 
at least seems to be true, that where masses of the people, whether 
through coercion or consent, surrender themselves to the state or to 
some individual, we have sooner or later dictatorship, lack of progress 
and disaster—disaster that ultimately falls on the innocent as well as on 
the guilty. After all, life has never and never will follow a precise 
pattern. Spiritually we may become gods but biologically we remain 
animals, and here on earth we must recognize the animal instinct as 
well as the spiritual force. Preservation of life itself is one of the most 
primitive of instincts; with intelligence, comes a desire for comforts 
and amenities. The beast says, I will kill my neighbour, seize his lair 
and eat him if I like him. Man says, I will build a home for myself; I 
will use my God-given talents to make life easier and better; I will work 
and acquire. The Humanitarian says, I will work and acquire, and out 
of my store I will be generous. It is for us to enquire which way of life 
gives the greater promise—the way of freedom, individual thrift, enter- 
prise and industry, or the way of regimentation, coercion and dictator- 
ship. Though in the evolution of the present system there is still room 
for change and improvement, I believe that the great majority of our 
people are still sound in heart and mind, and can be relied upon wisely 
to fashion the country’s destiny. 


Your Vital Stake in Life Insurance 


To you as a policyholder I have one final word. Along with thou- 
sands of other policyholders in this and other companies, you have a 
vital stake in everything that life insurance stands for. Those who are 
at present advocating the nationalization of the life companies are not, we 
believe, primarily concerned with whether the companies are well or 
poorly conducted. If they are to succeed in socializing industry, and in 
expropriating (at their own figures) all means of production, they must 
first have access to the savings of the people. Your bank deposits, your 
equity in your life insurance and other savings, loom very importantly 
in their eyes. They may choose to pay you in their own currency or its 
equivalent for your present valuable assets, or they may even consent 
as a political gesture to continue the life companies and banks under the 
management of their own appointees, still having the right however to 
hypothecate or pledge the securities of which you now in effect are a 
joint owner for the purpose of obtaining funds to finance their overall 
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program. This program changes from day to day, and is obviously 
subject to modification without notice—such modification being related 
to its vote catching potentiality, The fact that you are an owner of a life 
insurance policy is proof that you have saved and have planned, and 
that you have exercised your God-given privilege to safeguard your 
savings according to your best judgment. Are you willing to jeopardize 
what you now have for a promissory note in the fantastic belief that the 
maker of the note is better able to manage your affairs than you are 
yourself, or that his professed altruism can take the place of your en- 
lightened self interest? 


